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ABSTRACT 



SABIS International Charter School was among 24 Commonwealth 
charter schools included in a study undertaken by the Office of the Inspector 
General in March 1998. The Office identified weaknesses in the contracting 
practices, procurement procedures, and financial management. Findings 
include: (1) the Board of Trustees did not employ sound business and contract 

oversight practices in administering the school's financial relationship with 
SABIS, Inc. during the first 5 years of school operations; (2) the contract 
with SABIS, Inc. executed by the board in March 2000 would significantly 
increase the school's exposure to fraud, waste, and abuse; and (3) the Board 
of Trustees did not accurately document its official actions and policies. 

The Inspector General recommended that the Board of Education should 
disapprove any contract between the school and SABIS, Inc. containing the 
risky and unfavorable provisions mentioned above. The Inspector General also 
recommended that the Board of Trustees evaluate alternatives to recontracting 
with SABIS, Inc. to manage the school's business operations; directly select, 
contract „ with, and oversee the school's independent auditor; and conduct or 
commission a systematic analysis of the school's financial requirements 
before borrowing additional funds from SABIS, Inc. or any other source. An 
appendix contains the response of the SABIS International Charter School 
Board of Trustees. (RT) 
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His Excellency the Governor 

The Honorable President of the Senate 

The Honorable Speaker of the House of Representatives 

The Honorable Chairman of the Senate Ways and Means Committee 

The Honorable Chairman of the House Ways and Means Committee 

The Honorable Chairman of the Senate Post Audit and Oversight Committee 

The Honorable Chairman of the House Post Audit and Oversight Committee 

The Directors of the Legislative Post Audit and Oversight Bureaus 

The Secretary of Administration and Finance 

Members of the General Court 

Omnibus ad quos praesentes literae pervenerint, salutem. 

I am today releasing a report concerning the business operations of the SABIS 
International Charter School in Springfield. Under the charter school law, charter 
schools are public schools governed by volunteer boards of trustees. Since 1995, the 
SABIS International Charter School has contracted with a private company to provide 
comprehensive school management services. 

The findings presented in this report underscore the need for strong, effective 
board governance. Sound business practices are fundamental to the long-term viability 
and effectiveness of any organization, whether public or private. Similarly, any 
organization that contracts out major, mission-critical functions has an obligation to 
provide effective contract oversight to ensure that the contract serves the organization’s 
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objectives. In the case of a public school, sound business and contract oversight 
practices are essential tools to enable the school to manage its funds and maximize the 
resources devoted to its mission of improving students’ educational performance. 

I am encouraged that the SABIS International Charter School Board of Trustees 
has recently taken steps to promote prudent Board governance of the School. The 
recommendations provided in this report are intended to assist the Board of Trustees in 
strengthening the School’s capacity to serve its current and future students, to promote 
public accountability, and to protect the interests of the taxpayers whose dollars fund 
the School. 




Robert A. Cerasoli 
Inspector General 
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Executive Summary 



The Massachusetts charter school law, M.G.L. c. 71, §89, authorizes the 
Massachusetts Board of Education to grant charters to Commonwealth charter schools 
and Horace Mann charter schools, both of which are public schools managed by boards 
of trustees. This report concerns the SABIS International Charter School (hereinafter, 
“the School”). The School is a Commonwealth charter school, which is a public school 
that is chartered by the Board of Education and operates independently of any school 
committee. Since it was chartered in 1995, the School has contracted with SABIS 
Educational Systems, Inc. (hereinafter, “SABIS Inc.”), a private, for-profit company, for 
comprehensive educational and administrative management services. 

The School, located in Springfield, was among 24 Commonwealth charter schools 
included in a study undertaken by the Office of the Inspector General in March 1998 
pursuant to Chapter 46 of the Acts of 1997. In November 1999, the Office issued a 
report, A Management Review of Commonwealth Charter Schools, identifying 
weaknesses in the contracting practices, procurement procedures, and financial 
management of some schools. Such weaknesses could undermine the schools’ ability 
to achieve their educational objectives and jeopardize the interests of state taxpayers 
whose dollars fund charter schools. The report findings regarding the School included 
the following: 

• The School’s management contract with SABIS Inc. contained no performance 
requirements measuring students’ academic achievement, did not accurately reflect 
the School’s actual compensation arrangement with SABIS Inc., and contained 
provisions that could restrict public use of educational curricula and other intellectual 
property developed with public funds. 

• The School’s substantial financial obligations to SABIS Inc. could render the School 
excessively dependent on SABIS Inc., reduce the School’s contracting leverage, and 
create liabilities for the Commonwealth’s taxpayers. 

• The School exhibited warning signs of financial problems that, if uncorrected, could 
threaten the School’s future viability. 

• The School reportedly failed to take timely actions to correct internal control 
deficiencies identified by their independent auditors. 



• The School’s written procurement procedures did not require advertised competition 
for purchases of supplies, services, or equipment. 

The Office initiated the review presented in this report in November 1999. This review 
was conducted in accordance with generally accepted government auditing standards. 
The purpose of this review was to conduct a more detailed examination of certain 
aspects of the School’s operations previously identified by the Office as potential 
sources of risk. The Office appreciates the cooperation provided to the Office by the 
School’s Board of Trustees and staff, SABIS Inc., and the Department of Education 
(hereinafter, “DOE”). 

Under the charter school law, charter school trustees are “public agents” with ultimate 
responsibility for the school. M.G.L. c. 71 , §89(a) provides: 

The board of trustees of a commonwealth charter school, upon receiving a 
. charter from the board of education, shall be deemed to be public agents 
authorized by the commonwealth to supervise and control the charter 
school. 

In 1996, the former Executive Office of Education issued a legal memorandum to 
charter schools providing a comprehensive overview of the statutes and regulations 
affecting the governance structure of charter schools. This legal memorandum 
emphasized that a Board of Trustees is responsible and accountable for ensuring that 
the charter school operates in accordance with the charter school law and regulations 
and in accordance with the representations made in the charter school application. 

Charter school trustees are also required to fulfill certain fiduciary obligations or duties 
that apply to members of all boards of directors, whether their organizations are private 
or public. These duties are generally referred to as the “duty of care” (sometimes called 
the duty to be informed) and the “duty of loyalty.” Because the Board of Trustees has 
statutory and fiduciary responsibility for oversight and control of the School, the findings 
and recommendations provided in this report are directed to the Board. 

In March 2000, the Board of Trustees signed a new contract, which contained an 
effective date of July 1 , 2000, with a new corporation created by SABIS Inc.: “Springfield 
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Education Management LLC, A Delaware Limited Liability Corporation.” Under M.G.L. 
c. 71 , §89Q)(5), charter school contracts for substantially all educational services require 
the approval of the Board of Education. On April 10, 2000, the Board of Trustees 
submitted the new contract to the DOE for review and approval by the Board of 
Education. As of mid-November 2000, the Board of Education had not approved the 
new contract. 

The Office’s review disclosed deficiencies in the Board’s governance of the School and 
oversight of its contract with SABIS Inc. The findings discussed in this report are 
summarized below: 

1. The Board of Trustees did not employ sound business and contract oversight 

practices in administering the School’s financial relationship with SABIS Inc. 

during the first five years of School operations. 

• Although SABIS Inc. charged the School more than $950,000 in 
management fees between 1995 and 1999, the School paid the salaries of 
the on-site staff who administered the School’s business operations on a 
daily basis during this period. 

• The Board of Trustees authorized more than $300,000 in reimbursements to 
SABIS Inc. for “corporate support” expenses that were neither specified in 
the 1995 contract nor substantiated with invoices. 

• The Board of Trustees inappropriately ceded responsibility to SABIS Inc. 
for selecting and engaging the services of the School’s independent 
auditor. 

2. The contract with SABIS Inc. executed by the Board in March 2000 would 

significantly increase the School’s exposure to fraud, waste, and abuse. 

• The new contract would significantly increase SABIS Inc.’s financial 
control over the School while reducing Board oversight. 

• The new contract would significantly increase SABIS Inc.’s potential 
compensation while eliminating the School’s ability to invest in School 
programs and operations. 

• The indefinite term of the new contract would insulate SABIS Inc. from 
competition in the future, thereby reducing its incentives to provide 
efficient, high-quality services to the School. 

• The new contract would allow SABIS Inc., but not the School, to terminate 
the contract after five years. 



• The dispute resolution and termination provisions of the new contract 
would undermine the Board’s ability to terminate the contract if SABIS Inc. 
failed to perform. 

3. The Board of Trustees did not accurately document its official actions and 
policies. 

The Board of Trustees of the SABIS International Charter School, like other charter 
school boards of trustees, is comprised of unpaid members of the community who 
volunteer to devote time and effort to the worthy goal of improving educational 
opportunities for Springfield’s children. The Office has no reason to doubt the Board 
Chairman’s description of the Board members as well intentioned and committed to the 
School’s success. 

It should also be recognized that charter schools in Massachusetts and elsewhere have 
been evaluated primarily on the basis of the academic progress of their students. 
Accordingly, charter schools have been given wide latitude in establishing their internal 
operating procedures. While the Department of Education’s small charter school office 
has provided assistance to charter schools, it has not provided detailed information to 
charter school boards of trustees concerning their statutory and fiduciary obligations. 
Moreover, charter applicants and charter schools applying for renewal of their charters 
have not been required to demonstrate that they are capable of instituting and 
maintaining efficient, effective business systems and practices. 

Nevertheless, the Board of Trustees of the SABIS International Charter School has 
been entrusted with the responsibility of operating a public school serving 1,200 
children. Over the past five years, the Commonwealth has invested more than $23 
million in the School. The educational and financial stakes are high, not only for the 
students, parents, teachers, and staff in the immediate School community, but for the 
School’s other stakeholders, such as the children and families of children on the 
School’s waiting list and the state taxpayers whose dollars fund the School. It is 
essential that the Board be willing and able to devote the care, time, and expertise 
necessary to fulfill its statutory and fiduciary responsibility to supervise and control the 
School. 
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The Board has recently taken steps to address some deficient management controls 
and clarify its contracting arrangements with SABIS Inc. The Board is to be 
commended for initiating improvements in the governance of the School. Sound 
business systems and contracting practices are fundamental to the capacity of any 
organization, whether public or private, to sustain growth and achieve its long-term 
objectives. Accordingly, the Inspector General offers the following recommendations to 
address the issues raised in this report: 

1. The Board of Education should disapprove any contract between the School 
and SABIS Inc. containing the risky and unfavorable provisions discussed in 
Finding 2 of this report. 

2. The Board of Trustees should evaluate alternatives to recontracting with 
SABIS Inc. to manage the School’s business operations. 

3. If the Board of Trustees elects to recontract with SABIS Inc. or to contract with 
a different management contractor for administrative services, the Board 
should direct its legal counsel to draft a new contract that will require and 
enable the Board to exercise appropriate financial oversight and control over 
School resources and operations. 

4. The Board of Trustees should directly select, contract with, and oversee the 
School’s independent auditor. 

5. The Board of Trustees should assign responsibility for administering and 
monitoring the School’s management contract with SABIS Inc. (or another 
management contractor) to a School employee with appropriate financial and 
managerial skills and experience. 

6. The Board should continue to seek guidance concerning the legal 
requirements governing the Board and School employees. 

7. The Board should conduct or commission a systematic analysis of the 
School’s financial requirements before borrowing additional funds from SABIS 
Inc. or any other source. 
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Introduction 



The Massachusetts charter school law, M.G.L. c. 71, §89, authorizes the 
Massachusetts Board of Education to grant charters to Commonwealth charter schools 
and Horace Mann charter schools, both of which are public schools managed by boards 
of trustees. This report concerns the SABIS International Charter School (hereinafter, 
“the School”). The School is a Commonwealth charter school, which is a public school 
that is chartered by the Board of Education and operates independently of any school 
committee. Since it was chartered in 1995, the School has contracted with SABIS 
Educational Systems, Inc. (hereinafter, “SABIS Inc.”), a private, for-profit company, for 
comprehensive educational and administrative management services. 

The School, located in Springfield, was among 24 Commonwealth charter schools 
included in a study undertaken by the Office of the Inspector General in March 1998 
pursuant to Chapter 46 of the Acts of 1997. In November 1999, the Office issued a 
report, A Management Review of Commonwealth Charter Schools, identifying 
weaknesses in the contracting practices, procurement procedures, and financial 
management of some schools. Such weaknesses could undermine the schools’ ability 
to achieve their educational objectives and jeopardize the interests of state taxpayers 
whose dollars fund charter schools. The report findings regarding the School included 
the following: 

• The School’s management contract with SABIS Inc. contained no performance 
requirements measuring students’ academic achievement, did not accurately reflect 
the School’s actual compensation arrangement with SABIS Inc., and contained 
provisions that could restrict public use of educational curricula and other intellectual 
property developed with public funds. 

• The School’s substantial financial obligations to SABIS Inc. could render the School 
excessively dependent on SABIS Inc., reduce the School’s contracting leverage, and 
create liabilities for the Commonwealth’s taxpayers. 

• The School exhibited warning signs of financial problems that, if uncorrected, could 
threaten the School’s future viability. 

• The School reportedly failed to take timely actions to correct internal control 
deficiencies identified by their independent auditors. 
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• The School’s written procurement procedures did not require advertised competition 
for purchases of supplies, services, or equipment. 

Objectives, Scope, and Methodology 

The Office initiated the review presented in this report in November 1999. This review 
was conducted in accordance with generally accepted government auditing standards. 

The purpose of this review was to conduct a more detailed examination of certain 

\ 

aspects of the School’s operations previously identified by the Office as potential 
sources of risk. During the course of this review, the Office obtained documents from 
the School and from SABIS Inc. covering the period of January 1995 through November 
1999. The Office subsequently obtained documents pertaining to the School from the 
Massachusetts Department of Education (hereinafter, “DOE”) covering the period from 
February 1995, the date of the School’s charter application, through April 2000. In June 
and July of 2000, the Office interviewed the Chairman of the School’s Board of Trustees 
and the individual who initially served as Director of the School and later served as 
SABIS Inc.’s Regional Director. These individuals provided the Office with additional 
documents pertaining to the School’s business operations. The Office appreciates the 
cooperation provided to the Office by the School’s Board of Trustees and staff, SABIS 
Inc., and the DOE. 

In a September 2000 letter, the attorney representing the School’s Board of Trustees 
notified the Office that the Board had recently taken steps to clarify its financial and 
operational arrangements, including its arrangements with SABIS Inc. Where 
appropriate, this report includes an italicized summary of the updated information 
provided by the Board’s attorney. In October 2000, the Office provided the Board of 
Trustees with a confidential draft of this report. The Board’s full response to the 
confidential draft report is included in Appendix A of this report. 

Under the charter school law, charter school trustees are “public agents” with ultimate 
responsibility for the school. The law provides: 

The board of trustees of a commonwealth charter school, upon receiving a 
charter from the board of education, shall be deemed to be public agents 
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authorized by the commonwealth to supervise and control the charter 
school. 1 

In 1996, the former Executive Office of Education (EOE) 2 issued a legal memorandum 
to charter schools providing a comprehensive overview of the statutes and regulations 
affecting the governance structure of charter schools. This legal memorandum 
emphasized that a Board of Trustees is responsible and accountable for ensuring that 
the charter school operates in accordance with the charter school law and regulations 
and in accordance with the representations made in the charter school application. 

Charter school trustees are also required to fulfill certain fiduciary obligations or duties 
that apply to members of all boards of directors, whether their organizations are private 
or public. These duties are generally referred to as the “duty of care” (sometimes called 
the duty to be informed) and the “duty of loyalty.” A 1996 legal memorandum issued to 
charter schools by the former EOE provided the following explanation of the obligations 
of charter school trustees to fulfill the duty of care and the duty of loyalty: 

The Board of Trustees, as a public agent, is entrusted by the 
Commonwealth to supervise and control the charter school. Accordingly, 
the Board of Trustees is primarily responsible for ensuring the charter 
school’s compliance with the charter school legislation. 

The Board of Trustees has two primary duties as a public agent: (1) the 
duty of care, and (2) the duty of loyalty. The duty of care means that each 
trustee must act with such care as an ordinary prudent person would 
employ in the trustee’s position. This duty imposes on the trustee the 
responsibility of participating actively in the oversight of the charter 
school’s activities. Such participation includes attending meetings, 
reviewing the school’s code of conduct, financial reports, and other 
required documents, and monitoring delegated activities. The duty of 
loyalty means that the trustee must act in good faith and in a manner the 
trustee reasonably believes is in the best interest of the charter school. 



1 M.G.L. c. 71, §89(a). 

2 The former EOE was responsible for charter school oversight until 1996, when the 
EOE was abolished. Since 1996, the Department of Education has been responsible 
for charter school oversight under the supervision of the Board of Education. 



Because the Board of Trustees has statutory and fiduciary responsibility for oversight 
and control of the School, the findings and recommendations provided in this report are 
directed to the Board. 

Background on the SABIS International Charter School 

The Board of Education awarded a charter to the School in March 1995. The School 
began operations in September 1995 with 450 students in kindergarten through seventh 
grade. Over the subsequent five years, the School expanded to 1,132 students in 
kindergarten through eleventh grade. The School plans to serve 1,200 students, in 
kindergarten through twelfth grade, in the 2000-2001 school year. 

According to meeting minutes recorded by the School’s Board of Trustees, the 
membership of the Board has fluctuated between 10 and 12 since 1995. In July 1999, 
the Board of Education voted to renew the School’s five-year charter. 

According to the School’s audited financial statements, 3 the School received more than 
$15 million in M.G.L. c. 70 funds 4 from the state between 1995, when the School was 
first chartered by the state, and the end of the 1999 fiscal year. The audited financial 
statements also reported that the School received almost $1.5 million in other revenues, 
such as educational or program fees, interest income, grants, and educational 
entitlements, during the same period. Table 1 lists the School’s annual revenues. 



3 The charter school law requires each charter school to obtain an annual, independent 
audit of its accounts and file the audit each year with the DOE and the State Auditor. 

4 M.G.L. c. 70 establishes standards for state funding of public schools in 
Massachusetts. 
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Table 1. School Revenues, FY 1996 - 1999 



Fiscal Year 


State Revenues 


Other Revenues 


Total 


1996 


$2,568,443 


$281,727 


$2,850,170 


1997 


3,431,308 


271,345 


3,702,653 


1998 


4,484,715 


296,563 


4,781,278 


1999 


5,508,380 


639,870 


6,148,250 


Total 


$15,992,846 


$1,489,505 


$17,482,351 



Source: Audited financial statements. 



The School’s audited financial statements for the 2000 fiscal year were unavailable for 
this review. However, according to information published by the DOE, the School 
received M.G.L. c. 70 funds totaling $8,014,616 in the 2000 fiscal year. 



Background on SABIS Educational Systems, Inc. 



In August 1995, the School executed a five-year contract with a private Minnesota- 
based company, the International School of Minnesota, Inc. - which transacted 
business in the Commonwealth as SABIS Educational Systems, Inc. - for 
comprehensive educational and administrative management services. The School’s 
charter application to the Board of Education provided detailed information on the 
SABIS Inc. curriculum and teaching methods. The School profile published by the DOE 
contained the following summary of the SABIS Inc. approach: 

As in the other worldwide network of schools operated by Sabis 
Educational Systems, Inc., students in this school wear uniforms and 
teachers use the “point” and “prefect” system of instruction to teach. For 
each lesson, teachers post the key points to be discussed in each class. 

Once the teacher covers a point, the work of student prefects is checked. 
Student prefects, usually numbering five per class, are chosen because 
they excel in a particular subject. Once the prefects have checked with 
the teacher to ensure they have mastered the “point,” the prefects check 
the understanding of an assigned group of their classmates. Student 
leadership is further enhanced by the “Student Life” program in which 
students earn points for participation in various school activities that reflect 
the quality and extent of their contribution to the school’s learning 
environment. 
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According to the School’s charter application, the SABIS Network of Schools was 
comprised of for-profit schools located in England, the United Arab Emirates, Lebanon, 
Pakistan, Egypt, and the United States. A chart included in the charter application listed 
13 schools in the SABIS Network, along with their opening dates, student populations, 
and percentage of SABIS Inc. ownership. However, the School’s application indicated 
that most of the 13 schools listed were not owned by SABIS Inc.: only three were 100 
percent owned by SABIS Inc., including one private school in the United States. SABIS 
Inc.’s ownership interest in the other schools listed in the chart ranged from 0 percent to 
25 percent. 5 

In March 2000, the Board of Trustees signed a new contract, which contained an 
effective date of July 1 , 2000, with a new corporation created by SABIS Inc.: “Springfield 
Education Management LLC, A Delaware Limited Liability Corporation.” Under the 
charter school law, charter school contracts for substantially all educational services 
require the approval of the Board of Education. 6 On April 10, 2000, the Board of 
Trustees submitted the new contract to the DOE for review and approval by the Board 
of Education. As of mid-November 2000, the Board of Education had not approved the 
new contract with SABIS Inc. 



5 According to the SABIS School Network website, all schools in the SABIS Network 
had implemented the “SABIS Educational System,” but each school was financially and 
administratively independent. 

6 M.G.L. c. 71 , §89(j)(5). 
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Findings 



Finding 1. The Board of Trustees did not employ sound business and contract 
oversight practices in administering the School’s financial 
relationship with SABIS Inc. during the first five years of School 
operations. 

The Office’s review disclosed that during the first five years of the School’s operations, 
the Board of Trustees did not institute appropriate administrative controls over the 
School’s multimillion-dollar financial relationship with SABIS Inc. The Board’s 
inadequate oversight of the School’s 1995 contract with SABIS Inc. was reflected in the 
flawed and vulnerable arrangements discussed below. 

la. Although SABIS Inc. charged the School more than 
$950,000 in management fees between 1995 and 1999, 

the School paid the salaries of the on-site staff who - „ . 

administered the School’s business operations on a 
daily basis during this period. 

SABIS Inc. was responsible for administering the School’s business operations under 
the 1995 management contract between the School and SABIS Inc. The contract 
stated: 



RIGHTS AND OBLIGATIONS OF [SABIS Inc.]. Consistent with the 
obligations of the School under the Charter, the Act, and any and all 
applicable laws and regulations, and in order to assist the School in 
carrying out the terms of the Charter, [SABIS Inc.] agrees to perform the 
duties and services to be performed by it under this Agreement, and 
[SABIS Inc.] shall have the following rights and obligations in connection 
with the education of the children enrolled as students in the Charter 
School. . . . 

SABIS Inc.’s obligations under the contract were enumerated under the heading 
“Authority to Manage Charter School”: 

2.1 Subject to the provisions of this Agreement, and in accord with the 
provisions of the Act, the Charter, and all applicable laws and 
regulations, [SABIS Inc.] shall be responsible for the operation 
of the Charter School, including the responsibilities set forth in 
paragraph 1.1, above, (except those provided in Section 1.1.5, 



which are reserved to the School), and [SABIS Inc.] shall have 

the right and obligation to educate the children enrolled in the 

Charter School, including: 

2.1. 1.1 The education program and program of instruction, 
including student admissions, bilingual education (G.L. 
71 A), student records, access to equal educational 
opportunities, school year and school day requirements, 
special education (G.L. c. 71 B, subject to the proviso of 
Section 1.1.1), student testing, extra and co-curricular 
activities and programs, and selection and acquisition of 
instructional materials, equipment and supplies. 

2.1 .1 .2 All personnel and payroll functions on behalf of the School 
for the teachers who are employed by the School. 

2. 1.1. 3 Professional development for principals and instructional 
personnel. 

2. 1.1. 4 The maintenance and operation of the School’s facilities 
provided pursuant to Section 1 .6. 

2.1 .1 .5 The business administration of the School. 

2.1 .1 .6 Food services for the students and School staff. 

2.1 .1 .7 Transportation services for the students. 

[Emphasis added.] 

The contract also provided: 

[SABIS Inc.] shall assume and be solely responsible for all tasks and 
functions associated with the educational services to be provided to the 
children enrolled as students at the Charter School in accordance with the 
Charter, the Act, and any and all applicable laws and regulations. Such 
tasks and functions shall include, but not be limited to, contracting with 
public or private entities or with private persons for: 

2.2.1 Its principal; 

2.2.2 All administrative and support staff; 

2.2.3 Transportation; 
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2.2.4 Custodial services, supplies and equipment; 

2.2.5 Food services; 

2.2.6 Improvements to the building site as [SABIS Inc.] deems necessary 
for the implementation of its program. . . ; and 

2.2.7 Any other services deemed reasonably necessary to achieve the 
goals of [SABIS Inc.] 

[Emphasis added.] 

These provisions did not clearly assign responsibility to SABIS Inc. for funding the 
services themselves, although these provisions could be construed to mean that SABIS 
Inc. would fund all services listed under SABIS Inc.’s obligations, including 
transportation services, custodial services, and food services. Notwithstanding this 
ambiguity, however, the contract clearly required SABIS Inc. to administer and oversee 
the delivery of the services and functions listed in the contract provisions excerpted 
above. 7 

The Office’s review disclosed that SABIS Inc. did not pay the salaries of any 
administrative staff working at the School during the first three years of the contract. 
According to the former Director of the School (who became SABIS Inc.’s Regional 
Manager in 1998), 8 the day-to-day administration of the School’s business functions has 
been conducted by School employees since 1 995. He stated that both the Director of 



7 Under the contract, the School’s obligations included compliance with the charter and 
all applicable laws and regulations, adoption of general policies governing certain 
school management issues, maintenance of the charter, provision of funding, 
determination of the method of evaluating SABIS Inc.’s progress toward educating the 
School’s children; provision of space for the School, and maintenance of the school’s 
tax status. 

8 After serving as Director of the School for approximately three years, the Director 
resigned his School-funded position to serve as SABIS Inc.’s Regional Director 
beginning in August 1998. By July 2000, when the Office interviewed him, he had 
become a consultant to SABIS Inc., and SABIS Inc. had appointed a new Regional 
Director. In the interest of simplicity, this report will henceforth refer to the former 
Director of the School, who is also the former Regional Director, as “the former 
Director.” 



